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Toromont continues to re-invest in 
new businesses and markets, adc 
significant revenue-generati 


to better serve customers. 


Toromont’s market expansion in 2001 was in large part the 
result of acquisitions completed during the year. The most 
significant was the acquisition of Powell Equipment Limited, 
which enabled Toromont to become one of the largest Caterpillar 


dealers — measured by geographic territory — in the world. This 


Fyn 


acquisition also added to the territorial representation of 


Battlefield Equipment — Toromont’s rent-to-rent equipment 


business — and allowed Toromont to become the exclusive dealer 
for Mitsubishi-CAT lift trucks in Powell’s former territories. 

Toromont purchased four other businesses during 2001, 
including a Sterling Truck dealership in the Greater Toronto 
Area, allowing expansion into the heavy-duty vocational truck 
business. Battlefield acquired a rental business serving one of 
southern Ontario’s fastest-growing communities. To respond 
more effectively to gas compression opportunities and to 


increase after market participation, Toromont Process Systems 


expanded its product support, remanufacturing, retrofit and 


rental offerings. 


& New Equipment Group | 
ee New Refrigeration Group 
New Equipment Group teri 


“i = hae . 
Oy Total Equipment Group territory 


Toromont i is a Canadian public company with operations throughout Canada and the 


a United States serving diverse industries in North America and throughout the world. 
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FINANCIAL HIGHLIGHTS 
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LETTER TO SHAREHOLDERS 


New, Horizons. 


CONSISTENT STRATEGY. 


Fellow Shareholders: 

2001 was an eventful year for your Company. Toromont was awarded its third Caterpillar 
dealership in eight years, realized exceptional growth in the size and scope of operations in 
Process Systems, achieved record earnings and increased dividends for the twelfth consecutive 
year. Your Company invested more than $150 million in new businesses and existing 
operations, yet finished the year with a stronger balance sheet. All of this was accomplished 
as North America was on the brink of recession and business was sidelined by the horrific 


events of September 11. 


Contrary to economists’ reports and indeed our direction at the end of the third quarter, the year ended strongly, with 
record fourth quarter earnings. For the year, revenues were up 14% to $911 million and are now tracking at a rate of more 
than $1 billion annually. Net income was $43.7 million, an increase of 35%. Earnings per share were $1.42, up 27% on the 
increased shares outstanding. Return on shareholders’ equity was 17%. 

As acquisitions and investments typically take some time to produce expected results, Toromont’s extraordinary 
investment program had a significant dampening effect on operating results. We expect positive earnings momentum from 
these investments in 2002. 

Final earnings included $10 million (34 cents per share) in gains realized on the sale of investments. Over the past five 
years, your Company has generated $55 million ($1.88 per share) in additional earnings from the sale of non-strategic 


operating businesses and other investments. 
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ROBERT M. OGILVIE HUGO T. SORENSEN WAYNE S. HILL 


Executive Chairman President and Chief Executive Officer Executive Vice President and Chief Financial Officer 


Expanding Our Horizons 

° Toromont Process Systems recorded a 60% increase in revenues and commensurate earnings improvement, principally 
the result of strategic initiatives undertaken in previous years in global markets such as carbon dioxide production, and 
in the North American market for natural gas compression packaging, remanufacture, retrofit and service. Backlogs 
entering 2002 were up substantially from a year ago, providing optimism going forward. 

¢ CIMCO reported improved results from Industrial Refrigeration activities in spite of a slower start to 2001, and also ended 
the year with a record backlog. It consolidated its activities in the United States to improve profitability, added many new 
industrial customers, and undertook high-profile assignments at West Point Military Academy in New York, the American 
Airlines Center in Dallas (home of the NHUs Dallas Stars) and The SBC Center, home court for the NBA’s San Antonio Spurs. 

¢ Powell Equipment was acquired in July, expanding our dealership geographic territory, adding important new customers 
in the agriculture, distribution, forestry, mining and energy sectors, and a dedicated workforce of more than 350. By year 
end, we had largely transitioned this business into our other Caterpillar dealership activities, providing opportunity for 
economies of scale. Business information systems are now common across all of our Caterpillar dealerships which operate 
under the banner “Toromont CAT.” 

¢ Toromont CAT continued to enjoy growth in customer support revenues, but experienced lower sales of new machines 
as customers cautiously watched for signs of more stable economic times. 

* Battlefield added three new stores, bringing its total branch network to 30. Two locations were added in Manitoba with the 
Powell purchase, and the third resulted from an acquisition in Ontario. 

¢ Toromont Energy added to its project portfolio by commissioning a 6.7 megawatt co-generation facility in Sudbury and 
a 3.3 megawatt plant in Markham. This brings the number of successful installations for this operation to 60, including 
five projects in which Toromont has an equity interest. Although new power plant construction activity was slowed by 
delays in electricity market deregulation, Toromont Energy remains optimistic that opportunities will improve with the 
opening of Ontario’s electricity markets, currently scheduled for May 2002. Achieving satisfactory returns on existing assets 
remains a priority. 


¢ The Sterling Truck franchise, acquired in April of 2001, opens new markets for engine parts and service. 


Maintaining Our Focus 
Measured by capital employed and acquisitions completed, 2001 was a year of exceptional activity. Yet in each case, the 
year’s initiatives were consistent with our long-term strategy of aggressively participating in the markets we serve, entering 
new markets that complement existing businesses and optimizing capital employed. 

We intend to continue with the same initiatives in 2002, hence, the theme for this year’s annual report “Maintaining 


Our Focus...Expanding Our Horizons.” This means an active agenda with the following priorities: 


1. Support the development of our business units so that they are better able to serve new and existing 
customers and territories. For example, in late 2002, we will complete construction of a $25 million, 150,000 square 
foot facility in Calgary to double the production capacity of Toromont Process Systems. We will install a $2.5 million 
enterprise resource planning system for our CIMCO operations to enhance decision making and enable more business-to- 


business Internet-based commerce. 


2. Enhance our ability to provide cost-effective product support across all operations. The ability to rapidly 
provide parts and service support is a key capability for Toromont that directly influences the sale of new equipment, 
enhances customer relationships, differentiates Toromont, and contributes sustainable revenues. Within our Caterpillar 
dealership, we will seek to add long-term Customer Support Agreements by building on a successful business model 


developed over the last few years. In other businesses, such as Toromont Process Systems and CIMCO, we are significantly 


increasing this revenue stream. 


LETTER TO SHAREHOLDERS 


3. Improve returns on existing assets by capitalizing on new economies of scale in purchasing and service, 
improving inventory utilization and further standardizing parts and engineering. These are basic business activities 


that will not be overlooked as we strive to increase return on capital employed at the business unit level. 


4. Uphold our philosophy of continuous improvement by attracting, retaining and investing in the ongoing 
development of our employees. We will maintain our focus on employee development in 2002 and will continue our 
policy of rewarding our people on the basis of results achieved. This approach allows Toromont to create a rewarding 
workplace for both experienced employees and newcomers, and gives our Company an added advantage: the ability to 


promote from within. 


5. Continue to pursue acquisition opportunities that complement our business model, while consolidating the 
purchases of 2001. Toromont remains “ready, willing and able” to grow through acquisition, but must be convinced that 
new businesses will add to profitability within a reasonable time frame. This consistent philosophy has guided all purchases 
made over the past decade. In the meantime, we have set a number of goals for our newly acquired businesses to ensure 


they are fully and successfully integrated. 


Other Notables 
We announced the appointment of Hugo T. Sgrensen as President and Chief Executive Officer of your Company, effective 
January 1, 2002. This completes another important step in the management succession plan commenced in 1997 when 
Hugo was hired as President of Toromont. Robert M. Ogilvie, formerly Chairman and CEO, has assumed the title of 
Executive Chairman, providing transitional support and ensuring continuity. 

Toromont again renewed its normal course issuer bid to purchase up to 1,603,000 common shares for cancellation. 
No shares were repurchased during 2001. 

We are pleased to report that your Directors have increased the quarterly dividend by 6% to 9 cents per share effective 
with the April 2002 payment. 


Outlook 
We are cautiously optimistic about our prospects for 2002. The encouragingly strong results for the fourth quarter 2001, 
excellent backlogs in the Refrigeration Group and early sales activity in the Equipment Group are the basis for our optimism. 
We also see the potential for improved results from recent acquisitions. 

We are excited about your Company’s future. We have a proven business model that we believe is resilient through 
economic cycles. We have the people, business partners and balance sheet to power profitable growth. We have exciting 
new opportunities that we are pursuing in a planned and orderly fashion. Most importantly, we have customers and 


shareholders who believe in Toromont. 


On behalf of the Board we sincerely thank our customers, suppliers, shareholders and employees for their support. 


Yours sincerely, 


thea Bpze 


HUGO T. SORENSEN, President and Chief Executive Officer ROBERT M. OGILVIE, Executive Chairman 
February 2002 
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e Each is focused on achieving above average growth and returns by following a clear and 
proven business strategy with a long-term track record of success 


e Each is knowledge-based, with a talented, well-tenured workforce providing technologically 
advanced tools and solutions to meet customer needs for quality, low cost of ownership, 
durability and reliability 

e Each derives a significant and growing share of revenue from ongoing maintenance and: 
customer support activities that, when combined with advanced product offerings, 
competitively differentiate the business in the marketplace 

e Each is dedicated to achieving a Return On Capital Employed (ROCE) that enhances Toromont’s 
overall 20% ROCE target 
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Toromont now represents Caterpillar heavy equipment 


over one of the broadest territories in the world. 


Representing the world’s largest manufacturer of heavy equipment, Toromont CAT now has 27 branches (10 added as 
part of the Powell acquisition) serving Ontario, Manitoba, Newfoundland and Labrador and Nunavut, which collectively 
have an annual Gross Domestic Product of more than $400 billion and a population of 13 million. Toromont CAT’s new 
horizons open a variety of growth opportunities 


Diversifying its business, Toromont CAT, through the Powell acquisition, has added Manitoba’s multi-billion dollar 
agriculture and distribution industries, as well as northwestern Ontario’s mining and forestry sectors, to its traditional 
base of customers. Toromont CAT is also now the name in prime and standby power for the people of Nunavut and 
northern Manitoba. For mining, Toromont delivers a broad range of surface and underground machines, and in forestry 
and pulp and paper, the Company offers significant product choices, all backed by full and timely maintenance. For 
agricultural customers, Toromont offers new and used tractors, combines and parts along with Bourgault and 
Claas-branded implements for tillage, air-seeding, fertilizing and grain haulage 


Adding another new dimension, Toromont became the exclusive Mitsubishi-CAT lift truck dealer in 2001 for the former 
Powell territory. Home to Canada’s main north-south, east-west distribution hubs, Winnipeg and Thunder Bay are major 
consumers of lift truck products and related services 


Gaining market share by following its “Committed To Customer Success” strategy, Toromont CAT offers customers the 
broadest array of products, services and purchasing/renting/leasing options in its markets. Toromont’s significant branch 
infrastructure and consequential training investments make the dealership a worthy partner for its valued customers 


in all lines of business 


Top Left to Right 

* Toromont delivers personal service and advanced equipment like this new Caterpillar 420D backhoe to 
customers such as Joe Gallo, pictured here with Doug Roberts. 

¢ Toromont now supplies, services and supports Manitoba's agricultural industry as well as the province's TOROMONT cat 
dynamic distribution and logistics sectors. 


¢ A Caterpillar 972G at work in a sand and gravel quarry in Manitoba. 


e Toromont works where our customers work, including this section of Highway 69 in Ontario. Committed To Customer Success 
¢ Infrastructure improvements, from highways to airports, require our specialized equipment and service support. 


¢ Toromont serves a wide variety of customer applications, including forestry, in Manitoba, Ontario and 
Newfoundland. 
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Toromont brings heavy equipment users more choice in service, 


support, maintenance, parts, and product tracking than ever before. 


¢ Reinforcing its commitment to customer success, Toromont CAT operates the market’s most extensive rapid response 
service and maintenance network, which includes a fleet of lubrication trucks staffed by experienced field service 
technicians providing 24/7 support, 27 branches employing more than 500 licensed mechanics, and millions of dollars 
of sophisticated diagnostic equipment and repair tools 


e Enabling customers to lock-in regularly scheduled service and associated repair costs under flexible Customer Support 
Agreements (CSAs) is one of Toromont CAT’s competitive advantages now being offered in the expanded territory. The 
popularity of CSAs continues to grow, as customers realize value in the cash flow benefits of locking in costs based on 
product usage 


e Remanufacturing heavy equipment is a core competency provided by its dedicated Toromont Reman Group. Vertically 
integrated with the specialized equipment required to repair and rebuild engine and transmission components to exact 
specifications, Toromont Reman provides customers with fast turnaround, lower cost and excellent quality. In addition, 
Toromont Reman has a product exchange program eliminating costly downtime for customers 


e Offering new and restored parts and components has long been a fundamental part of Toromont CAT’s value 
proposition, and in recent years the technological backbone has been established to allow customers to order and be 


invoiced on-line 


e Remotely monitoring the location and condition of equipment, using GPS units linked to a Toromont-hosted web site, 
is a new service Toromont CAT offers customers requiring up-to-the-minute information on utilization and equipment 
diagnostics. Toromont’s advanced information environment provides customers with new horizons in service and 
support, including a variety of e-commerce solutions and Internet-enabled tracking of oil sampling results 


Top Left to Right 
e Toromont CAT field service mechanics are fully equipped with electric cranes, compressed air systems, 


advanced tooling and diagnostic computers in addition to cellular access for parts ordering. 
¢ Sophisticated Internet-capable computer programs enable Norm Byrne to manage Customer Support 
SaaS 


Agreements and deliver the convenience of on-line ordering for customers. 
¢ Toromont parts staff like Mike Landry, James Vieno and Mike Charlebois provide professional, attentive 


see ty ce ee Committed To Customer Success 
¢ Emergency fieid service to a Caterpillar log skidder helps to minimize downtime. 


¢ Rebuilding a massive quarry bucket in the welding shop. 
¢ Jim Belsham performs preventative maintenance for a Caterpillar lift truck customer. 
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¢ Despite the economic turbulence, Toromont Power Systems had a good year in 2001, powering a growing number of 


diverse applications. Demand for standby power came from a variety of different sources, including the commercial 
construction sector, hospitals under expansion, as well as the mining industry and northern communities. Power Systems 
now serves a large and growing number of remote communities in northern Manitoba, Ontario, Nunavut and Labrador 
which are reliant on Toromont CAT for prime and standby power. The industrial engine business also proved to be 
strong as Power Systems supplied equipment and support to major customers including OEMs in the soil reclamation 
business. The sale of used standby power equipment to global markets adds to the division’s revenue stream 


Providing auxiliary power units is expanding horizons for Toromont Power Systems. Designed and built by Power 
System’s Mechron operation in Ottawa, these units are used to charge batteries and provide backup power for critical 
functions. Mechron won two notable assignments in 2001, the larger of which was awarded by a joint venture serving 
the United States military. Over the next five years, Mechron will supply auxiliary power units that will be used in the 
military’s state-of-the-art fleet of Light Armored Vehicles. The second contract is with a Pennsylvania company that is 
using the units to charge their line of electric-powered telescopic boom units. Mechron also produces controls and 
switchgear for power markets, including systems for peak shaving. Common in deregulated energy markets, peak 
shaving is a technique used by commercial and industrial power users to sell unutilized electrical capacity back into 
the grid during peak periods of consumption—at high spot prices 


Partnering with another Caterpillar dealer, Power Systems won an assignment to provide the engineering and packaging 
of engines for the Canadian Coast Guard’s new fleet of 47 foot motor lifeboats. Under construction in Victoria, B.C., 
these 20 vessels will be commissioned over the next three years and distributed to Canadian Coast Guard sites in 
Atlantic Canada, the Great Lakes and the West Coast 


Top Left to Right 
¢ Providing a rental power generation unit to a valued customer. 
¢ The U.S. army’s Light Armored Vehicles will soon use auxiliary power units supplied by Toromont. I ® 
¢ Chris McMullin provides product support for a customer. C T 
¢ Dave McCaughan of the Regional Municipality of Waterloo with Chris Turner and Rick Vervaeke at the Power Systems 
Toromont designed and built power generation facility in Waterloo. 
¢ Special events such as golf tournaments rely on standby power solutions from Toromont. Committed To Customer Success 
¢ Toromont Power Systems is a leading provider of CAT engines and product support for marine vessels, 
such as this ferry serving the 30,000 Islands. 
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Toromont’s Dave Chambers at the newly commissioned, 
6.7 megawatt Sudbury Regional Hospitalinstallation. 


Toromont’s unique combination of engineering know-how, 


technology, service and maintenance capabilities position it as a 


leader in the growing market for alternative energy applications. 


Preparing for electrical energy deregulation in Ontario in May 2002, Toromont Energy continued to evaluate 
opportunities this past year while completing a 6.7 megawatt co-generation facility. Toromont Energy designed, provided 
equipment to and invested in this facility in partnership with the City of Sudbury. This Sudbury, Ontario facility now 
provides power to Sudbury Regional Hospital, an expanding health care facility serving one of northern Ontario’s key 
communities 


Accumulating a project portfolio that includes 60 installations, Toromont Energy also commissioned a 3.3 megawatt 
Markham District Energy plant in 2001, which is powered by a Caterpillar G3616 natural gas generator. The 
Markham, Ontario installation was instrumental in attracting global technology and health care companies to the 
area. These industries require high quality, uninterrupted power that can be provided by Toromont Energy 


Maintaining its ability to provide total solutions to meet future needs for distributed power, Toromont Energy’s 
engineers and technicians have acquired critical knowledge in all areas of plant design, construction, and operation with 
continued emphasis on power projects under 50 megawatts. Toromont believes its ability to provide turn-key power 
solutions, backed by the best brand names in the business—Caterpillar and Mak—will result in excellent long-term 
opportunities as deregulation opens the Ontario market 


Top Left to Right 

¢ Peter Ronson on site at a customer’s power generation facility. a 

¢ A staff member of the Markham District Energy facility, commissioned by Toromont in 2001. TOROMONT 

¢ Toromont’s Reda Rafla works with customer representatives during plant commissioning. pe hh 

e In addition to specialized knowledge, Toromont brings technology from Caterpillar and Mak. DISTRIBUTED GENERATION PARTNERSHIPS 


* One of the 60 energy plants and installations within Toromont Energy’s portfolio. 
¢ Toromont’s Van Dokas provided construction management for the Sudbury Regional Hospital project. 
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Skilled technicians like Bill Travis enable Toromont, along with our authorized TEPS 
dealers, to deliver rapid service for on-highway trucks. 
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Toromont and its expanded dealer network now provide ongoing 


support, over a broader territory, to users of brand name on- 


highway trucks and buses powered by Caterpillar engines. 


¢ The mandate of Toromont and its certified OEM Truck Engine Product Support (TEPS) dealer network is to keep 
Caterpillar engines operating in peak condition and to assist our customers in achieving a profitable business. 
Collectively, Toromont and the TEPS dealers, which now number well over 100, serve a broad customer base of 
International, Peterbilt, Kenworth, Freightliner, Western Star, Sterling and GM operators across Ontario, Manitoba, 
Nunavut and Newfoundland 


e Manufacturers of on-highway trucks continue to expand their product offerings, with Caterpillar and Toromont both 
keeping pace. Caterpillar is focused on developing ways to manufacture products that provide environmentally friendly 
and clean-burning power, while still delivering outstanding fuel economy and excellent performance with low operating 
costs. As a result of its research, Caterpillar has introduced revolutionary ACERT (Advanced Combustion Emission 
Reduction Technology) engines, scheduled to be available in 2003. Toromont is committed to customer success. We 
are ready to serve truck owners on a 24/7 basis with rapid-response parts and service support and state-of-the-art 


diagnostic tooling and emission testing 


Acknowledging that the economic slowdown has caused some customers to delay new truck and bus purchases, 
Toromont’s on-highway product support activities are expected to remain strong in 2002 as customers operate their 


existing fleets longer 


To meet customer needs for efficient service, Toromont is expanding its e-commerce links with TEPS dealers to offer 
them the benefit of on-line warranty claim submissions, engine repair history, parts ordering, availability and pricing. 
As well, Toromont continues to invest in its TEPS network by offering regular training sessions to ensure high customer 


standards are met across Our entire service territory 


Top Left to Right 
¢ Chris Manzo and Ryan Gibbs provide our customers with expert service in Sault Ste. Marie, Ontario. 


¢ Chuck Warden at work in our fully equipped branch in Cambridge, Ontario. a ae 2 
e Mitch McCoppen is part of our experienced team in Hamilton, Ontario. TOROMONT CAT 
¢ Toromont and its dealers provide service to brand name on-highway trucks and buses, wherever they — wi Engine 

travel in Manitoba, Ontario and Newfoundland. 


e Roadside assistance is just one of the services we provide to keep our customers on the move. Committed To Customer Success 
15 
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Battlefield’s Rob Robinson in front of our Winnipeg store, one 
of the two current locations serving the Manitoba market. 


Through expansion in 2001, Toromont added to its strategic 


presence in the rental equipment market and expanded service 


to the do-it-yourself homeowner. 


With more than 300 popular, carefully selected products to serve the complete needs of contractors and landscapers, 
Battlefield is building on its reputation as a one-stop source for brand name rental equipment in all of Toromont CAT’s 
expanded territories and is generating solid returns for shareholders by capitalizing on the growing trend to short-term 
rentals 


Delivering tools and product to a construction site in under two hours from the time of customer order, along with 
specific equipment operating knowledge, are key capabilities that separate Battlefield from the competition and, most 
importantly, ensure customers can complete their projects efficiently. Another competitive advantage: Battlefield 
exclusively represents and services Caterpillar’s CCE (Compact Construction Equipment) products, which are gaining 
market share 


Expanding its interactive e-commerce programs, its rapid response fleet of delivery vehicles (which now stands at over 
250) and its dedicated sales teams were key initiatives in 2001. But the most visible new horizons for Battlefield come 
in the form of new territories served by two stores acquired in Winnipeg and Brandon as part of the Powell purchase 
and the single store, Halton Rental-All, acquired in Milton, Ontario’s fastest growing community. Toromont now has 
30 Battlefield-branded locations, each serving the specific needs of their local communities 


Enhancing Battlefield’s core capabilities is JobSite Equipment, a division serving the rental needs of plant maintenance 
contractors. These contractors rely on JobSite for rapid delivery of large quantities of welding, lifting, line pulling, 
pipe bending and other specialty equipment used to maintain or re-tool steel mills, petrochemical, chemical and 


automotive plants 


Top Left to Right 
¢ Mike Lazic shows Terry Van Andel and Dwayne Miller the proper procedure for testing, shipping and receiving 
small equipment. 
° Battlefield’s Mark Rooker and John Soos discuss rental sales and service support. BAT LE | 
¢ Lyn Volaric, Marie Sholer, Cary O'Neill and Ron Jarvis with Caterpillar Compact Construction Equipment EQUIPMENT RENTALS 


(CCE)—a key part of the Company's product offering. 
¢ Kevin Ralston and Dave White discuss delivery of an air compressor directly to a customer's construction site. 


¢ An excavator is loaded onto a customer's float. 


Ontario Sterling sells and services class 5 to 8 heavy-duty, 
vocationally-oriented trucks used in construction, 
distril ution, cartage and urban services. 


In April of 2001, Toromont was awarded a Sterling Truck franchise in the Greater Toronto Area and purchased the 
Sterling Truck assets of the former dealer. The Sterling franchise operates as “Ontario Sterling,” a stand-alone business 
unit, adding a new dimension to Toromont with expansion into the heavy-duty, principally vocational, truck business 


The heavy-duty truck market continued to experience a downturn throughout 2001, with new and used truck sales 
substantially lower. However, monthly parts volumes in the fourth quarter were close to double those in the early 
months following acquisition. This was accomplished by adding field sales representatives and streamlining parts 
procurement and distribution practices 


By year end, service sales volumes had increased almost 150% as the number of heavy-duty truck mechanics were 
increased from eight to nineteen, hours of operation were expanded and management was strengthened. A specialist 
was hired to market Ontario Sterling’s service capabilities, resulting in several major service contracts and customer 


service agreements 


To provide additional market coverage, new sales representatives were added. Ontario Sterling sold close to 200 trucks 
in 2001, with its market share running several points above the Ontario dealer average 


Top Left to Right 

* Providing expert mechanical service and customer support is a hallmark of Ontario Sterling. ot eee z 

© Vocational trucks are called on to do more than haul freight — they are an important tool for owner-operators. ss 

¢ Sterling is a leader in producing service vehicles such as utility, snowplow and fire trucks. ok Gace 
Deena Ret ear eee ee ee See Wr a eae 


¢ Ontario Sterling's cartage customers tend to operate within Toronto and environs, Canada’s busiest 
trade corridor. 
* Sterling’s vehicles are made to be strong, efficient and stylish. 
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Toromont is expanding its capacity to meet international demand 


for natural gas compression and process refrigeration and has 


added important new business lines, as well as branch locations, 


to better serve new and existing customers. 


pons 


Celebrating a record year for sales and profitability, Toromont Process Systems has positioned itself for continued strong 
growth in 2002. Part of this positioning included a significant expansion into the reciprocating compression business. 
The acquisition of Quality Compressor Services (QCS) added important service and rental capabilities and extended 
Toromont Process Systems’ horizons in Alberta and British Columbia. QCS services reciprocating compression 
equipment used in the recovery of natural gas and adds new dimensions to Toromont Process Systems including 
reciprocating compression capabilities, a knowledgeable staff of 60 and four additional locations. QCS effectively triples 
the after-market service and parts business and gives it a new platform for growth that complements its process 
refrigeration and CO, processing capabilities 


Entering new markets, Toromont Process Systems also opened a service centre in Beaumont, Texas in 2001 to serve 
the process refrigeration needs of the offshore oil industry in the Gulf of Mexico—and at year end, acquired another 
compression retrofit and rental business in Alberta. These capabilities provide diverse new revenue streams and enable 
Toromont Process Systems to broaden customer contacts in new regions and strengthen its relationships with existing 


accounts 


Supporting its long-term growth, Toromont Process Systems will begin construction of a $25 million, 150,000 square 
foot facility in Calgary. When complete in late 2002, this facility will double production capacity. Toromont Process 
Systems expects business to remain brisk as it expands its business and profits from its industry-leading position and 
strong reputation in process design and screw compression technology 


Top Left to Right 

¢ Chris Laak installs an exhaust line for a Caterpillar engine utilized to power a gas compression package. pad SECS 

¢ Western Gas—Compression Modules nearing completion for shipment into coal seam gas compression : F a) 1] foe Z PROCESS 
in Wyoming. Lil 


SYSTEMS 


* Loading one of five modules comprising a refrigeration system for extracting oil from the Alberta Tar Sands. 
e Western Gas—840HP booster gas compressor for the Wyoming coal seam gas market. 
¢ Anadarko—1940HP reciprocating compressor supplied to Anadarko Corporation. 
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's highly skilled workforce, including James’ Atiratioy: designs, builds, 


installs and sources a wide range of industrial refrigeration equipment. 


CIMCO 
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e Proving the tremendous value associated with its North American reputation, CIMCO enters 2002 with a record 
backlog, a vibrant service and maintenance business and new customers in Canada and globally. Some of CIMCO’s new 
recreational customers in 2001: West Point Military Academy in New York (where CIMCO modernized an existing ice 
rink facility); Taylor Sports Plex in Taylor, Michigan (which uses CIMCO technology for ice making and for air 
conditioning its adjoining indoor soccer fields); the NHL’s American Airlines Center (home of the Dallas Stars), which 
opened in 2001; Morguard R.E.1.T., which is building an indoor skating rink to accompany its revitalized Cambridge 
Centre shopping mall in southern Ontario; The SBC Center, home court for the NBA’s San Antonio Spurs; and a 
40x80 foot indoor ice rink installed on a mountaintop in Caracas, Venezuela. Among new industrial customers, CIMCO 
was awarded a contract to provide cooling for Maidstone Bakeries in Brantford, Ontario, a joint venture of Tim Hortons 
and Cuisine de France. Maple Leaf Foods, Nestlé, Labatts, George Weston, Kraft, Cargill, Ferrara Pan Candy, Tradition 
Fine Foods and Minute Maid are other long-time or new customers relying on CIMCO for environmentally sound, 
well-designed and well-supported industrial refrigeration applications 


Levering its industry-leading engineering and service support infrastructure, CIMCO has also successfully expanded 
into the market for industrial chilled water applications. These solutions are critical in automotive hydroforming, plastic 
injection molding, packaging and pharmaceutical processes 


¢ Setting the market standard, CIMCO boasts the industry’s most extensive customer support network, providing 24/7 
service and maintenance to ensure equipment uptime. In 2002, CIMCO will also have the industry’s most advanced 
information technology infrastructure as it brings a $2.5 million system on-line. This system will integrate all internal 
business elements, improve supply chain efficiencies and build even closer customer relationships 


Top Left to Right 

¢ Matt Smith and Ron Matwee at Weston Ready Bake’s new production facility in Mississauga. 

¢ CIMCO’s Steve Shutt, former Montreal Canadien and Hockey Hall of Fame inductee, along with Ron Hoggarth, 
former NHL referee, working to assist children’s hockey and support Special Olympics. 

¢ Wil Roefs and Ric Crammer with a Plate Heat Exchanger system that cools the four ice floors in the new MEEHiGenATION 
RIM Park Arena Complex in Waterloo, Ontario. 

¢ Fitzroy Pennant manufactures a stainless steel thermal inertial tank for hydroforming. 

¢ Assembly of a 300 TR process water chilling package utilizing R-123 for Magna. 

¢ Tony Ing assembles a laser cooling pump package for Magna. 
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_ New Horizons for | 


-AERO TECH Manufacturi 


Jon Sonner loads an aluminum-skinned reel-type slot 
body into a stand-alone turret punching machine. 


Toromont’s niche in p ion sheet metal fabricating and 


assembly provides access to a broad range of industries in the 


United States. 


Keeping up to date in meeting customer needs, Aero Tech Manufacturing—Toromont’s precision sheet metal fabricating 
and assembly operation in Utah—invested in state-of-the-art robotic equipment in 2001 to enhance quality and product 
throughput. Automated bending and punching cells are used in a wide variety of customer applications, particularly 
in Aero Tech’s primary markets of gaming, water filtration, medical equipment and electronics. Aero Tech produces 
highly engineered sub-assemblies and parts on a turn-key basis for a wide variety of customers 


Aero Tech has over 30 years of experience and a strong reputation for providing quality products, competitive prices 
and on-time delivery. Its goal is to expand its close, long-term relationships with customers by offering one-stop 
solutions that encompass not only fabrication, but prototyping, total quality inspection, painting and finishing 


Complementing its core business, Aero Tech continued to produce hydronic radiant ceiling systems sold through 
a network of independent distributors throughout the United States. These easy-to-install, incombustible, aesthetically 
appealing systems were popular due to their low cost of ownership, comfort and sound absorbing properties. Aero Tech 
has installed more than 2 million square feet of these systems throughout the United States, underscoring their 
popularity in a wide variety of settings, from hospitals and correctional facilities to banks and theatres 


Top Left to Right 

° Nick Casper inspects a third-party stainless steel UL-listed micro processor control panel. 

* Blending in-house special tooling with a skilled workforce, Aero Tech provides services to many industries. Here, 
Dee Crane taps and mechanically installs shields on a municipal water treatment plant filtration lateral. 

¢ George Brotherson programs a state-of-the-art, fully automated 10’/100 ton bending cell. 

e Shad Simmons checks his set-up on a new, state-of-the-art 358 Vipros automated punching cell. 


¢ Denise Hevner welds chrome door sub-assemblies. 
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MANAGEMENT DISCUSSION AND ANALYSIS 


Grounded on a 


SOLID CAPITAL FOUNDATION 


The ability to 


explore, pursue and react to potential expansion opportunities, whether internal or 


acquisition related, requires a solid capital structure with financial flexibility. A strong capital base and 


a 


vative financial posture underpin Toromont’s commitment to long-term profitable growth and 


exces ancial return objectives. Another year of record earnings and the mid-year public offering 


of three million shares propelled shareholders’ equity to $314 million by the end of 2001. Shareholders’ 


"] 


than tripled in the last five years. At just under $10 per share, the book value of equity 


las mori 


; increased 285% over the same period, while a dividend payout of close to 30% of trailing earnings 
from operations has been maintained. Despite investing more than $200 million in business acquisitions 


and capital assets in the last two years, Toromont has optimized its financial flexibility. Unsecured 


credit arrangements, represented by a blend of short, medium and long-term financing packages with 
sponsors at attractive rates, complement the solid equity base and round out the 


sup . At December 31, 2001, total debt, net of invested cash, to shareholders’ 


Adjusting for the share issue, return on shareholders’ equity was 17% in 2001. Toromont’s 


500 ($ millions) long-term target of 15% has been surpassed for the ninth consecutive year, despite the economic 


slowdown and general market malaise post September 11. The most recent five and ten year average 


400 returms of 18% and 22% respectively (excluding unusual gains) have significantly exceeded internal 
targets. Consistent and progressive financial performance is a primary focus of management. The 
300 long-term track record of profitable growth is evidenced by the average compound growth in 
revenues of 17% and net earnings of 26% respectively over the last ten years. 
200 : 
The Opportunity 
= 
Toromont’s business units serve a number of markets that are diverse both geographically and by 
100 industry. This diversification increased dramatically in 2001 with new businesses acquired and new 
markets entered. While the Province of Ontario is still a dominant source of revenues, substantial 
0 ; ge ns ae = . sales are derived throughout North America and offshore markets. Major customers participate in 
ee a broad range of industries from construction, infrastructure, steel, agriculture, forestry and mining, 
Shareholders’ Equity to oil and gas, food and beverage processing, cold storage, recreation, and co-generation. 
Capital 
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This heterogeneous customer base has enabled Toromont to establish new markets, develop 
new product offerings and to consistently augment its installed equipment base and nurture the 
after-market activities which are a critical component of all of its businesses. 

Approximately two-thirds of revenues were derived from the Equipment Group which sells, 
rents and services a broad range of construction equipment through the Caterpillar dealership and 
Battlefield operations. Performance in this business segment is, among other factors, strongly related 
to activity in the residential and commercial construction, road building, aggregates, steel, forestry, 
mining and agriculture industries. Other significant components of the Equipment Group include sales 
and product support activities for Caterpillar engines used in a variety of applications including 
on-highway trucks and industrial and marine applications. Packaging of Caterpillar engines extends 
to co-generation applications sold to third parties and in some cases complete power plants owned 
and operated by Toromont Energy. The Refrigeration Group, through Toromont Process Systems, 
CIMCO and Aero Tech, is a market leader in process, industrial and recreational refrigeration. Results 
in the Refrigeration Group are influenced by conditions in the primary industrial markets in which 
it competes, including food and beverage processing, cold storage, food distribution, and ice rink 
construction, as well as in primary process refrigeration market segments spanning the chemical, 


petrochemical, natural gas and co-generation industries. 


Creating Shareholder Value 

Certain notable transactions significantly influenced the Company’s operating results and financial 
position during 2001. In June, the Company issued three million common shares in a “bought 
deal” at $23.50 per share for net proceeds of $68.5 million. Effective July 1, 2001, 100% of the 
shares of Powell Equipment Limited (Powell) were acquired for $70.5 million, inclusive of Powell 
debt assumed. Four additional businesses (a heavy-duty truck dealership, an equipment rental 
business and two businesses engaged in the service, maintenance, rental and supply of gas 
compression equipment) were purchased for aggregate cash consideration of $14.3 million. 
Proceeds of $46.8 million were realized from sale of short-term investments resulting in an after 


tax gain of $10.3 million or 34 cents per share. 


Operating Results 
Fourth quarter revenues and earnings rebounded from the weaker markets and results in the third 
quarter. Earnings of 53 cents per share outpaced the previous high of 46 cents per share reported in 
the comparable period of 2000. Results for both the Equipment and Refrigeration Groups were 
stronger than expected. In the Equipment Group, rental conversions were lower than the fourth 
quarter of 2000, partially offsetting higher than anticipated new and used machine deliveries and 
increased revenues from new businesses. Product support revenues were strong, representing the 
additional after-market opportunity from the expanded distribution territory. Process Refrigeration 
project revenues were up more than 50% on strong gas compression activity and shipments of carbon 
dioxide and propylene refrigeration packages. Industrial Refrigeration also reported higher revenues 
on increased project completions and product support activity. 

Net earnings of $44 million or $1.42 per share for the full year eclipsed the previous high of 


$32 million or $1.12 per share in 2000. Exclusive of gains in 2001, earnings per share were $1.08. 
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Revenues ($000s) 2001 2000 1999 
Equipment Group $ 626,889 BY EXOD $ 510,414 
Refrigeration 284,116 229,102 2137523 

$ 911,005 $ 800,464 Se 2a, 987, 


The Company reported record consolidated revenues for the year, a 14% increase from the 
previous high in 2000. Sales from businesses acquired during 2001 were $99 million. Each operating 
segment achieved record sales in 2001, with the Equipment Group reporting a 10% increase and 
Refrigeration exceeding the previous high by 24%. 

The consolidated gross profit margin was 20.6% compared to 20.4% in 2000. The improvement 
was the result of stronger Refrigeration margins on equipment packages. 

Operating expenses amounted to $123 million in 2001 compared to $103 million in 2000, with 
more than $15 million of the increase attributable to new businesses. Excluding acquisitions, 


expenses were up 4% for the full year. 


Operating Income ($000s) 2001 2000 1999 
% to % to % to 
Revenues Revenues Revenues 
Equipment Group $ 41,170 6.6 | $ 42,049 7.4) $ 38,276 Te 
Refrigeration 23,959 8.4 NOP Hol 15,494 Tiss: 
$ 65,129 Heil | 3 SO.O76 so DOE LO 7.4 


Consolidated operating income for 2001 was up 9% to a new high of $65 million on 14% 
higher revenues. The profitability of businesses acquired in 2001 was marginal, reflecting the time 
required to assimilate these businesses and to achieve synergies. As a result, operating income as 
a percent of revenues declined to 7.1%. Excluding acquisitions, the operating ratio was 7.9% 
relative to the 7.5% reported in 2000, due to significant improvement in the Refrigeration Group. 

A $2.5 million increase in net financial expense for 2001 (excluding pre-tax capital gains of 
$13.2 million) reflected significant investments in capital assets during the year, including 
acquisitions that were in part funded by debt, and higher working capital requirements associated 
with the increased activity levels in Process Refrigeration. 

Income tax expense was $28.3 million in 2001 compared to $23.5 million in 2000. Federal and 
provincial tax reductions, together with the lower rate of tax on capital gains, reduced the overall 


effective tax rate to 39.3% from 42.1% in 2000. 


Equipment Group 
The Company’s territorial representation now includes Manitoba, Nunavut, all of Ontario, 
Newfoundland and most of Labrador. 

Equipment Group revenues were $627 million compared to $571 million in 2000, 
representing $68 million from the new dealership territory, higher truck sales and 6% higher 
product support sales excluding new businesses. Exclusive of acquisitions, Group revenues were 
$32 million lower than a year ago, reflecting 7% lower tractor machine sales (an 18% decrease 
in new sales and a 7% increase in used), offsetting a 4% increase in rental revenues. Sales of 
industrial engines, while stronger than in 2000, remained about 10% lower than the peaks reached 
in 1999 (Y2K related activity). 

Markets such as steel, forestry and mining products were softer in 2001. Delays in government 
funding for road construction also dampened machine sales. Residential construction in Ontario 
was excellent, with record high housing starts and low mortgage rates. The commercial 
construction sector remained active, particularly in the Greater Toronto Area, but was somewhat 
weaker than in 2000. Rental markets were very competitive as there was a lack of significant 
market growth in 2001. 

Operating income was down 2% on the higher revenues, with a positive contribution from 
the new dealership territory offset by the combined effects of lower tractor machine sales and rental 
fleet utilization, and anticipated negative contributions from power generation and the newly 
acquired truck business. This produced a somewhat lower operating margin of 6.6% compared to 
7.4% achieved in 2000. 

Capital expenditures amounted to $61 million in 2001, including $37 million in additions to 
rental fleet. The remaining $24 million was comprised of $9 million in upgrades and expansion of 
branch locations, $6 million in field service and delivery vehicles, with the balance spent on 
modernizing shop machinery and implementing information technology solutions. Investment in 
power generation assets increased to $40 million (net book value $38 million) with the 


commissioning of the Sudbury Regional Hospital project late in the year. 


Refrigeration Group 

Acquisitions completed during 2001 expanded the service, remanufacturing and retrofit capabilities 
of the Process operations. Product support functions from existing and acquired operations were 
consolidated to accelerate the profitable growth of the increasingly important after-market 
component. Acquisitions contributed $11 million to Process Refrigeration’s product support 
revenues in 2001. 

The Refrigeration Group had an excellent year in 2001 on the stronger results in the Process 
operations and improvement in Industrial Refrigeration earnings. Group revenues advanced 
$55 million (24%) to a record $284 million. Revenues from the sale of packages were up 22%, 
while product support activity was 28% higher (9% excluding acquisitions), representing the fourth 


consecutive year of double-digit growth. 
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Record Contribution 
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Revenues from Process operations exceeded $150 million for the year, up close to 60% from 
2000. A 53% increase in package sales was attributable to strong gas compression activity and 
increased shipments of other refrigeration applications including carbon dioxide and propylene. 
Order backlogs for delivery in 2002 were up 56% from the end of 2000, reflecting increases in both 
Canada and the United States. Revenues from product support activities were up 19% excluding 
businesses acquired, and 76% overall. 

Industrial Refrigeration revenues were down marginally from 2000, reflecting a weaker first 
half of the year. Lower package sales more than offset the 4% growth in product support activities. 
Industrial Refrigeration backlogs were also at record highs going into 2002, up 30% from a year ago. 
Recreational equipment sales were down from the record levels set in 2000, but this was offset by 
stronger package sales to the food processing, distribution and cold storage sectors. 

Refrigeration operating income of $24 million was 36% higher than in 2000 on the 24% higher 
revenues. The operating margin increased to 8.4% from 7.7% in 2000, reflecting improved margins 
on equipment sales and the increased proportion of revenues attributable to the higher margin 
Process sector. 

Capital expenditures in the Refrigeration Group were $8 million in 2001, inclusive of $4 million 
in land for a new manufacturing facility in Calgary. This project is expected to be completed in late 
2002 at a cost of approximately $25 million. The remaining $4 million of expenditures in 2001 was 


comprised of spending on shop equipment and information technology. 


Liquidity and Capital Resources 

Toromont’s capital base strengthened considerably in 2001 as a result of the $44 million in net 
earnings and proceeds from the June share issue. Equity increased by close to $100 million to end 
the year at $314 million. The Company’s primary source of short-term financing is internal cash 
flow, complemented by short-term credit facilities. Total available credit, inclusive of bank lines, 
amounted to $262 million at December 31, 2001, of which $73 million was unutilized. Immediate 
cash needs will be served by the unutilized credit facilities and $35 million of invested cash at year 
end. Of the total long-term debt, $162 million was fixed at rates averaging 6.6% with varying 
maturities through to 2019. The remaining $23 million was at floating rates averaging 3.6% at year 
end. Total debt, net of cash, amounted to $150 million, representing just 48% of equity and 32% 
of total capital. 

Cash from operations of $65 million ($2.13 per share) remained a major source of funds in 2001 
and was 10% higher than the $59 million reported for 2000. Non-cash working capital used 
$34 million in cash, which was mainly attributable to higher work in progress at year end in the 
Process Refrigeration operations. Cash from operations, net of working capital investments, 
generated $32 million in 2001 compared to $12 million in 2000. 

Business acquisitions totalled $84.8 million. Additional detail on business acquisitions can be 


found in Note 2 to the Consolidated Financial Statements. 


Capital Expenditures ($000s) 2001 2000 1999 
Property, Plant & Equipment $ 23,875 $ 162595 $ 15,053 
Rental Equipment 37,240 33,206 16,910 
Power Generation Assets 9,084 7,867 ZOD SS 
Total $ 70,199 $ 57,968 $ 52,146 


Capital expenditures for 2001 were $70 million, consisting of $24 million in property, plant and 
equipment, $37 million in rental equipment and the balance in power generation assets. Total capital 
expenditures, net of sale proceeds, were $48 million compared to $50 million in 2000. 

Plans for 2002 contemplate combined net expenditures on property, plant and equipment, 
rental fleet, and power generation assets, comparable to 2001. Capital commitments to power 
projects will depend on developments in electricity markets and projected investment returns. 

Net cash inflow from financing activities totalled $70 million in 2001. The June share issue raised 
net proceeds of $68.5 million. The issue of long-term debt, net of repayments, amounted to 
$19 million including net debt assumed with acquisitions. Dividend payments and settlement of 
options accounted for $18 million in cash outflows during the year. 

Toromont pays quarterly dividends on its outstanding common shares, a policy which is 
reviewed on an ongoing basis in consideration of earnings prospects, financial requirements and 
general economic circumstances. During 2001, the Company increased its regular quarterly 
dividend by 6%, maintaining a target payout of approximately 30% of trailing earnings from 
operations. This represented the twelfth consecutive year of higher dividends and the thirty-third 


year of consecutive dividends. 


Risks and Uncertainties 
Toromont’s financial performance may be impacted by certain factors that may favourably or 
adversely affect one or more of its business segments. The following paragraphs review key business 


risks and uncertainties. 


Business Cycle 

Historically, expenditures on capital goods have been cyclical, reflecting interest rates, consumer 
and business confidence, corporate profits and the availability of equity capital. Toromont’s 
businesses are diversified across a wide range of industry market segments and geographic 
territories, serving to moderate the effects of business cycles on consolidated results. Across both 
operating segments, the Company has focused on the sale of specialized equipment that requires 
ongoing support through parts distribution and skilled service personnel. Achieving sustainable 
improvements in market share has been, and will continue to be, fundamental to growing the 
installed base of equipment. These strategies are intended to mitigate downturns in the business 
cycle. The product support business contributes significantly higher profit margins and is subject 


to less volatility than equipment supply activities. 


Interest Rates 


Interest rate risk has been reduced through maintaining a balance of medium and long-term debt 
at fixed rates and through interest rate swap agreements with traditional banking sources. The 
Company utilizes centralized cash management systems in Canada and the United States to minimize 
short-term interest expense and ensure control over its cash resources. Excess cash is invested in 


high-quality short-term instruments to optimize returns until the funds are required, 


Currency Fluctuations 
The Caterpillar dealerships and equipment rental operations source the majority of their products 
from the United States. In addition, the Canadian Refrigeration business units purchase certain raw 


materials and components from suppliers in the United States and Japan. Consequently, reported 


60 


50 


40 


30 


20 


0.35 


0.30 


0.25 


0.20 


0.15 


0.10 


0.05 


0.00 


Substantial Capital Investments 


($ millions) 


S706 09 00 


| Power Generation Assets 
Rental Fleet 
| Property, Plant and Equipment 


Capital Expenditures, Net 


Consistently Higher Payout 


(dollars) 


SO] Oo CO OU UT 


Dividends per Share 


31 


MANAGEMENT DISCUSSION AND ANALYSIS 


32 


costs of inventory and the transaction prices charged to customers for equipment and parts are 
affected by the relative strength of the Canadian dollar. Pricing to the Caterpillar dealerships’ 
customers is adjusted to reflect changes in the Canadian dollar landed cost of products from 
Caterpillar Inc., although sustained weakness in the Canadian dollar could adversely affect margins. 
Refrigeration business units are also generally able to recover the cost of exchange rate movements 
through adjustments to selling prices. 

Fluctuations in the value of the U.S. dollar relative to the Canadian dollar also impact 
Toromont’s consolidated financial reporting, with the financial results of subsidiaries in the United 
States being translated into Canadian dollars upon consolidation. However, such exchange rate 
fluctuations have historically not been material relative to the overall earnings or financial position 


of the Company. 


Product and Supply 
The majority of the Caterpillar dealerships’ revenues and product support activities involve 
Caterpillar products. Toromont has maintained an excellent relationship with Caterpillar over the 


past nine years and management expects this will continue going forward. 


Outlook 

Equipment Group markets such as steel, forestry and mining products were softer in 2001 and 
meaningful recovery may take time. Delays in government funding for road construction also 
affected 2001 results, but with several projects currently at the approval level, we expect some 
improvement in the coming year. Continuation of robust residential construction activity will 
depend on consumer confidence levels and low interest rates. Rental markets are expected to remain 
competitive, such that improvements in equipment utilization and profitability will be difficult. The 
expected deregulation of Ontario electricity markets in May of 2002 brightens prospects for our 
energy investments and for sales of distributed energy applications. 

In the Refrigeration Group, record high backlogs in both the Industrial and Process operations 
are early signs of another strong year in that segment of the business. The Process sector expects 
continued strong levels of demand for gas compression equipment, complemented by growth from 
expansion into new markets and new product offerings. Industrial Refrigeration will have a strong 
start to 2002 based on current backlogs of industrial projects in Canada and the potential for growth 
in the Recreational sector. 

The surprising strength of the fourth quarter, coupled with mixed economic signals, indicates 
that a mild recovery may already be underway. If this is the case, while management remains 
cautious, there are opportunities to achieve meaningful gains in earnings from existing and 
acquired operations. Should the economic recovery stall, Toromont’s strong financial position will 
enable the Company to endure the downturn and pursue opportunities which often present 
themselves in weaker economies. Share buybacks will be made under the Company’s Normal 
Course Issuer Bid as purchase opportunities arise. Toromont will endeavour to maintain its solid 
balance sheet and strive to build shareholder value by achieving or exceeding its long-term target 


average return of 15% on shareholders’ equity over the business cycle. 


MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL INFORMATION 


The accompanying consolidated financial statements and all information in the Annual Report have 
been prepared by management and approved by the Board of Directors of the Company. The 
consolidated financial statements were prepared in accordance with Canadian generally accepted 
accounting principles and, where appropriate, reflect management's best estimates and judgments. 
Management is responsible for the accuracy, integrity and objectivity of the consolidated financial 
statements within reasonable limits of materiality and for the consistency of financial data included 
in the text of the Annual Report with that contained in the consolidated financial statements. 

To assist management in the discharge of these responsibilities, the Company maintains a 
system of internal controls designed to provide reasonable assurance that accounting records are 
reliable and its assets are safeguarded. 

The Audit Committee, which is comprised exclusively of outside directors, is appointed annually 
by the Board of Directors. The Audit Committee meets with management as well as with external 
auditors to satisfy itself that management is properly discharging its financial reporting 
responsibilities and to review the consolidated financial statements and the independent auditors’ 
report. The Audit Committee reports its findings to the Board of Directors for consideration in 
approving the consolidated financial statements for presentation to the shareholders. The external 
auditors have direct access to the Audit Committee of the Board of Directors. 

The consolidated financial statements have been independently audited by Ernst & Young LLP 
on behalf of the shareholders, in accordance with Canadian generally accepted auditing standards. 
Their report outlines the nature of their audit and expresses their opinion on the consolidated 


financial statements of the Company. 


WAYNE S. HILL 


Executive Vice President and Chief Financial Officer 
January 25, 2002 


To the Shareholders of Toromont Industries Ltd. 


We have audited the consolidated balance sheets of Toromont Industries Ltd. as at December 31, 2001 
and 2000 and the consolidated statements of earnings, retained earnings and cash flows for the years 
then ended. These financial statements are the responsibility of the Company’s management. Our 
responsibility is to express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with Canadian generally accepted auditing standards. 
Those standards require that we plan and perform an audit to obtain reasonable assurance whether 
the financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, 
the financial position of the Company as at December 31, 2001 and 2000 and the results of its 


operations and its cash flows for the years then ended in accordance with Canadian generally 


accepted accounting principles. 


TORONTO, CANADA ERNST & YOUNG LLP 
January 25, 2002 Chartered Accountants 
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CONSOLIDATED FINANCIAL STATEMENTS 


CONSOLIDATED BALANCE SHEETS 


December 31 


Thousands 2001 2000 


Assets 


Current assets 


Cash and cash equivalents $ 35,025 & P21SOC 
Short-term investments —_ 33,650 
Accounts receivable 164,376 151,084 
Inventories (Note 3) 225,568 174,777 
Future income taxes (Note 8) 10,118 6,920 
Other current assets 9,181 6,569 
Total current assets 444,268 394,800 
Property, plant and equipment (Note 4a) 103,947 84,188 
: Rental equipment (Note 4b) 102,943 3},0) 711 
Power generation assets (Note 4c) 38,019 BS) AAS 
Other assets 18,525 12,461 
Goodwill (Notes 1 and 2) 13,000 — 
$ 720,702 Se olSr7iem 

Liabilities 


Current liabilities 


Accounts payable and accrued liabilities $ 204,332 BS PANO) 7/337 
Current portion of long-term debt (Note 5) 13,388 ©) SO) 
Income taxes payable 8,416 DBS) 
Total current liabilities 226,136 DAD HO? 
Long-term debt (Note 5) 171,970 WSy7/ AGS a/ 
Employee future benefits (Note 10) 5,447 4,877 
Future income taxes (Note 8) 2,901 3,808 


Shareholders’ Equity 


Share capital (Note 7) 97,367 28,162 
Retained earnings 214,360 188,411 
Currency translation adjustment 2,521 1,640 
Total shareholders’ equity 314,248 218,213 

$ 720,702 SOs 87 


——<—— ee ee ee eee 
See accompanying notes 


Approved by the Board: 


ROBERT M. OGILVIE JOHN S. McCALLUM 


Director Director 
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CONSOLIDATED STATEMENTS OF EARNINGS 


Years Ended December 31 


Thousands, except share amounts 


2001 2000 
Revenues $ 911,005 $ 800,464 
Cost of goods sold 722,962 637,349 
Gross profit 188,043 163, 105 
Selling and administrative expenses 122,914 103,439 
Operating Income 65,129 59,676 
Interest expense (Note 5) 11,962 TOFS 
Interest and investment income (18,875) (MEX) 
Income before income taxes 72,042 5)'5),(0) 1D) 
Income taxes (Note 8) 28,342 23,534 
Net Earnings $ 43,700 $ 32,345 
Earnings per share (Notes 1 and 7) 
Basic $ 1.42 $ He 2 
Fully diluted $ 1.41 $ 1.09 
Weighted Average Shares 30,694,517 28) 9537200 
See accompanying notes 
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 
Years Ended December 31 
Thousands 2001 2000 
Retained earnings, beginning of year $ 188,411 $ 174,040 
Net earnings 43,700 32,345 
232,111 206,385 
Dividends 10,646 ADI 
Settlement of options (net of taxes of $4,810, 2000 — $2,001) 7,105 2,584 
Shares purchased for cancellation (Note 7) _— G1 33 
Retained earnings, end of year $ 214,360 $ 188,411 


See accompanying notes 
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CONSOLIDATED STATEMENTS OF CASH FLOWS 


Years Ended December 31 


Thousands 2001 2000 
Sources (Uses) of Cash and Cash Equivalents 
Operating Activities 
Net earnings $ 43,700 32345 
Items not requiring cash 
Depreciation 34,369 26,900 
Future income taxes (Note 8) 4,257 1,046 
Employee future benefits 570 656 
Gain on sale of short-term investments (13,195) — 
Gain on sale of rental equipment and property, 
plant and equipment (4,395) (1,664) 
65,306 SO), HSS) 
Change in non-cash working capital and other (33,740) (47,519) 
31,566 11,764 
Investment Activities 
Business acquisitions (Note 2) (84,801) (4,337) 
Additions to rental equipment (37,240) (33,506) 
Additions to property, plant and equipment (23,875) (ho, B25) 
Additions to power generation assets (9,084) (7,867) 
Increase in other assets (2,502) (8,841) 
Short-term investments 46,845 34,105 
Sale of rental equipment 20,230 6,670 
Sale of property, plant and equipment 1,611 874 
(88,816) (29,497) 
Financing Activities 
Net proceeds on share issue (Note 7) 68,534 = 
Issue of long-term debt, net of repayments (Note 5) 19,021 46,337 
Shares issued on exercise of options (Note 7) 671 p02 
Dividends (10,646) (9,257) 
Settlement of options (7,105) (2,584) 
Shares purchased for cancellation (Note 7) _ (6,547) 
70,475 28,451 
Cash and Cash Equivalents 
Increase during year 13,225 10,718 
Beginning of year 21,800 11,082 
End of year $ 35,025 21,800 
Supplemental Cash Flow Information 
Interest paid $ 12,413 10,046 
Income taxes paid $ 23,917 29,388 


See accompanying notes 


December 31, 2001 and 2000 


1. SIGNIFICANT ACCOUNTING POLICIES 


The consolidated financial statements of Toromont Industries Ltd. (the Company) have been prepared 
by management in accordance with Canadian generally accepted accounting principles. 


Use of Estimates 

The preparation of financial statements in conformity with Canadian generally accepted accounting 
principles requires management to make estimates and assumptions that affect the reported amounts 
of assets and liabilities, the disclosure of contingent assets and liabilities, and the reported revenues and 
expenses during a period. 


Consolidation 

The consolidated financial statements include the accounts of the Company and its subsidiaries. The 
Company proportionately consolidates its 50% investment in Sudbury District Energy Corporation. 
Significant transactions and profits between the Company and its subsidiaries have been eliminated. 


Translation of Foreign Currencies 

The accounts of foreign subsidiaries are translated into Canadian funds using current rates of exchange 
for assets and liabilities and average rates for revenue and expense. The unrealized translation gains or 
losses arising on the net investment in these operations are accumulated in the currency translation 
adjustment account in shareholders’ equity. 


Revenue Recognition 

Revenues from equipment supply involving design, manufacture and installation are recorded on the 
completed contract method based upon substantial technical completion. Any foreseeable losses on such 
projects are charged to operations at the time they become evident. 


Revenues from equipment sales are recorded upon shipment of equipment. Equipment rental revenues 
are recognized as earned. 


Revenues from the sale or transfer of manufactured products, parts and services are recorded when 
goods are shipped and services are rendered. 


Income Taxes 

The Company follows the liability method of accounting for income taxes. Income tax liabilities and 
assets are recognized for the estimated tax consequences attributable to differences between the 
amounts reported in the consolidated financial statements and their respective tax bases, using 
substantively enacted income tax rates. The effect of a change in income tax rates on future income 
tax liabilities and assets is recognized in income in the period that the change occurs. 


Fully Diluted Earnings per Share 

The Company has adopted the treasury stock method for calculation of fully diluted earnings per share 
under which deemed proceeds of the exercise of options are considered to be used to re-acquire 
common shares at an average share price. This calculation has been applied retroactively with 
restatement of the prior year’s consolidated financial statements. The change had the effect of increasing 


fully diluted earnings per share by $0.02 in 2001 and $0.01 in 2000. 


Inventories 
Inventories are recorded at the lower of cost and net realizable value. Cost is determined on a specific 


item, actual cost basis. Repair and distribution parts are recorded at the lower of cost (weighted average) 


and net realizable value. 
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Property, Plant and Equipment, Rental Equipment and 

Power Generation Assets 

Property, plant and equipment are recorded at cost. Depreciation is provided principally using the 
straight-line method over the estimated useful lives of the various classes of assets as follows: 


Buildings 20 — 30 years 
Machinery 3 — 10 years 
Information technology assets 3 years 
Furniture and fixtures 3 — 5 years 


Vehicles 3 — 5 years 


Rental equipment is recorded at cost. Depreciation is provided using the straight-line method over the 
estimated useful lives of the equipment, which range from 1 to 10 years. Power generation assets are 
recorded at cost. Depreciation is provided using the straight-line method over 20 years. 


Goodwill 
In accordance with the new CICA recommendations, goodwill is recorded at cost and is not amortized. 
Instead, it is subjected to an annual impairment test. 


2. BUSINESS ACQUISITIONS 


The new accounting standard on business combinations, requiring all acquisitions to be accounted for 
using the purchase method, has been adopted prospectively on July 1, 2001. Under this standard the 
purchase price of a business is allocated to the assets acquired and the liabilities assumed based on their 
fair value at date of acquisition. Any excess is recognized as goodwill. 


Effective July 1, 2001, 100% of the shares of Powell Equipment Limited (Powell) were purchased for 
$25.7 million. The purchase price, inclusive of Powell debt assumed, was $70.5 million. Powell is the 
dealer for Caterpillar and other equipment in the Province of Manitoba, northwestern Ontario and in 
the territory of Nunavut. The results of Powell are included in the consolidated financial statements from 
July 1, 2001. 


During 2001 four additional businesses were purchased for cash and in 2000 two rental equipment 
businesses were acquired for cash. All acquisitions were accounted for using the purchase method and 
are included in the accounts of the Company from the dates of acquisition, summarized as follows: 


Thousands 2001 2000 
Powell All Other Total 
Non-cash working capital $ 35,854 $ 10,365 $ 46,219 SL 208 
Rental fleet 7,832 935 8,767 3,039 
Capital and other long-term assets 11,753 3,041 14,794 95 
Goodwill 13,000 —_ 13,000 — 
Future income taxes 2,021 — 2,021 — 
Total investment $ 70,460 $ 14,341 $ 84,801 Ob Shh 7/ 
Bank and other indebtedness (44,768) — (44,768) — 
Purchase price $ 25,692 $ 14,341 $ 40,033 a) ab shshy7/ 


Goodwill included amounts totalling $6,409,000 that are deductible for tax purposes. 


3. INVENTORIES 


Thousands 2001 2000 
Equipment $ 150,484 $ 129,975 
Repair and distribution parts 48,429 34,402 
Raw materials 15,187 9,244 
Work-in-process 32,251 78> 
Progress billings and deposits (20,783) (16,695) 
$ 225,568 BS a afar 


4. CAPITAL ASSETS 


————————————_—_—_____ 


2001 


Accumulated Net Book 


Thousands Cost Depreciation Value 


Accumulated Net Book 
Cost Depreciation Value 


a. Property, plant 
and equipment 
Land $ 24,604 $ 
Buildings 73,359 
Equipment 68,026 


— $ 24,604 $ 18,433 


17,192 56,167 61,380 
44,850 23,176 6/52 


— $18,433 


14,008 47,372 
38,138 18,383 


$165,989 $ 


62,042 $103,947 $136,334 


$52,146 $84,188 


b. Rental equipment | $150,300 $ 


47,357 $102,943 $128,585 


5 35,54) $937,071 


c. Power generation 


assets $ 40,103 $ 2,084 $ 38,019 $ 30,050 $ T3835 297267 
See CONG] TERM DEBT 
Thousands 2001 2000 
Long-term debt 
Drawn on bank term facility $ 30,000 $ 30,000 
Senior and other debentures 100,000 90,000 
Notes payable 55,358 46,337 
185,358 166,337 
Less current portion of notes payable 13,388 9,150 
Total long-term debt $ 171,970 SS W573 7 


All debt is unsecured. 


The Company maintains $107,000,000 in bank credit facilities. The credit lines comprise a $30,000,000 
term facility maturing in 2003 and $77,000,000 in operating facilities which are repayable on 


demand and bear interest at rates ranging from prime to bankers’ acceptance rates. $30,000,000 
was drawn on credit lines at December 31, 2001 (2000 — $30,000,000). Standby letters of credit 
issued in lieu of holdbacks utilized an additional $3,701,000 of the credit lines at December 31, 2001 


(2000 — $1,330,000). 


Terms of the senior and other debentures are: 


¢ $30 million, 8.17% senior debentures due September 18, 2008, with interest payable semi-annually 
through September 18, 2004; thereafter, blended principal and interest payments through to maturity. 


e $45 million, 6.80% senior debentures due March 29, 2011, with interest payable semi-annually 
through March 29, 2007; thereafter, blended principal and interest payments through to maturity. 


e $15 million, 7.06% senior debentures due March 29, 2019, with interest payable semi-annually 
through September 29, 2009; thereafter, blended principal and interest payments through to maturity. 


¢ $10 million debenture maturing in 2010 bears interest at prime plus 0.4% with monthly payments 


of interest only until maturity. 
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Notes payable mature from 2002 to 2008 and bear interest at rates ranging from 2.91% to 7.75%. 


The above credit arrangements include covenants, restrictions and events of default usual in credit 
facilities of this nature, including requirements to meet certain financial tests periodically and restrictions 
on additional indebtedness and encumbrances. 


Scheduled principal repayments of long-term debt are as follows: 


Thousands 

2002 Sellers os 
2003 45,491 
2004 WI PANS) 
2005 16,414 
2006 7,018 
ROO io ZOU) fs35),,7/5))!! 


Interest expense includes interest on debt initially incurred for a term greater than one year of 
$10,965,000 in 2001 (2000 — $10,621,000). 


6. FINANCIAL INSTRUMENTS 


Based on the amount that would be paid to hypothetically exchange the debt agreements at the 
reporting date, the fair value of the $100 million senior and other debentures at December 31, 2001 
was $99,843,000 (2000 — fair value of $86,912,000 on the $90 million senior debentures outstanding) 
and the fair value of the $55,358,000 notes was $54,914,000 (2000 — fair value of $44,831,000 on the 
$46,337,000 notes outstanding). The Company has no plans to unwind any of its long-term debt 
commitments prior to maturity. 


There is no significant concentration of credit risk with counterparties. Derivative instruments are 
undertaken only to hedge specific financial transactions and not for speculative purposes. Hedging 
activities are contracted with Canadian Schedule A chartered banks as counterparties. Transactions are 
limited to the following: 


Foreign Exchange Contracts 

In the normal course of business, foreign exchange contracts are entered into with financial institutions 
to hedge the value of foreign currency denominated assets, liabilities or future commitments. Gains and 
losses arising from these contracts offset the losses and gains from the underlying hedged transactions. 
At December 31, 2001, foreign exchange contracts were outstanding to purchase US$47,085,000 against 
future commitments at an average rate of 1.57 (2000 — US$49,233,000 at 1.49). The related unrealized 
gains or losses for such contracts were not material for either year presented. 


interest Rate Swap Agreements 

At December 31, 2001 and 2000, $30 million of interest rate swap agreements were outstanding with 
the Company’s Canadian chartered banks. These transactions mature September 1, 2008, and provide 
fixed rate financing at 5.88% in exchange for floating rate obligations. The fair value of the swaps 
outstanding at December 31, 2001 was $1,363,000 in favour of the counterparty (2000 — $332,000). 


7. SHARE CAPITAL 


Share capital consists of an unlimited number of authorized preferred and common shares. 


Share capital transactions are summarized as follows: 


2001 2000 

Number Amount Number Amount 

of Shares (Thousands) of Shares (Thousands) 

Balance, beginning of year 28,975,698 $ 28,162 29,288,098 $ 28,074 

Issue of shares 3,000,000 68,534 = _ 

Exercise of stock options 121,775 671 11D, LOG 502 
Purchase of shares 

for cancellation —_— — (431,500) (414) 

Balance, end of year 32,097,473 $ 97,367 28,975,698 Sn 6 62 


On June 14, 2001, the Company completed a public offering of 3,000,000 common shares at 
$23.50 per share. Proceeds were $68,534,000 after expenses net of related income taxes. 


Executive Stock Option Pian 

The aggregate number of common shares that may be issued by the Company upon the exercise of 
options is limited by the Plan to 2,920,000. Options are vested at 20% of the number of shares granted 
under option in each year subsequent to the grant date. The exercise price of each option is fixed at 
prevailing market prices of the common shares at the date the option is granted. The participant’s right 
to elect, upon the Company’s approval, to surrender options and receive a cash payment has been 
discontinued effective December 31, 2001. 


A reconciliation of the changes in stock options outstanding during the years ended December 31, 2001 
and 2000, and the balance of options exercisable at those dates, is presented below: 


2001 2000 

Weighted-Average Weighted-Average 
Stock Options Shares Exercise Price Shares Exercise Price 
Outstanding at beginning of year | 2,047,100 $ 10.89 2,247,300 $ ORAS 
Granted 252,000 16.08 260,500 14.57 
Exercised or surrendered for cash |(1,016,600) 8.14 (444,700) 4.79 
Forfeited (1,000) 16.08 (16,000) 14.20 
Outstanding at end of year 1,281,500 $ 14.06 2,047,100 $ MORSS 
Options exercisable at year end 503,400 1,217,000 


The following table provides further detail with respect to the options outstanding and the options 


exercisable at December 31, 2001: 


Options Outstanding Options Exercisable 

Number Weighted-Average Number 
Outstanding at Remaining Weighted-Average Exercisable at Weighted-Average 
Dee Sil, AO! Life in Years Exercise Price Dee, 31, AKO! Exercise Price 
16,000 0.1 $ 5.76 16,000 $ 3) 76 
147,000 al 7.44 147,000 7.44 
172,400 Del 13535 87,200 L335 
20,000 2.3 13.47 16,000 13.47. 
226,100 4.1 14.17 85,400 14.17 
254,200 Doll 14.57 45,800 14.57 
178,800 Soi! WG. 33 96,400 153) 
251,000 6.1 16.08 = 16.08 
16,000 Bye) 22.44 9,600 22.44 
1,281,500 38 $ 14.06 503,400 $ 12.42 


————_ 
——— a 
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Basic and Fully Diluted Earnings per Share 


2001 


Income 


Shares Per Share Amount 


Basic earnings per share 


Income available to common shareholders $ 43,700,000 30,694,517 $ 1.42 
Fully diluted earnings per share 

Dilutive effect of stock option conversions 359,473 

Income available after conversion $ 43,700,000 31,053,990 $ 1.41 
2000 Income Shares Per share amount 
Basic earnings per share 

Income available to common shareholders $ 32,345,000 28,953,200 Ne 
Fully diluted earnings per share 

Dilutive effect of stock option conversions 26, 139 

Income available after conversion $ 32,345,000 29,679,989 SS d.Ow 


8. INCOME TAXES 


Future income taxes reflect the net tax effects of temporary differences between the carrying amounts 


of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. 


Significant components of the Company’s future income tax assets and liabilities are as follows: 


Thousands 2001 2000 
Future income tax assets 
Accrued liabilities $ 10,618 $ 8,031 
Deferred revenue 4,834 4,593 
Inventories (5,334) (5,704) 
Future income tax assets $ 10,118 $ 6,920 
Future income tax liabilities 
Capital assets $ 6,255 $ 4,472 
Other (3,354) (664) 
Future income tax liabilities $ 2,901 $ 3,808 


The effective income tax rate on earnings is influenced from year to year by the geographic and business 


mix of consolidated earnings. 


A reconciliation of income taxes calculated using a combined Canadian federal and provincial tax rate 


with the income tax provision in the consolidated financial statements follows: 


Thousands 2001 2000 
Income taxes at Canadian rate $ 30,077 $ 24,558 
Difference between Canadian rate and rates applicable 

to U.S. subsidiaries (217) (60) 
Reduction of Canadian taxes applicable to 

manufacturing profits (1,039) (910) 
Non-taxable gains and other (479) (54) 
Provision for income taxes $ 28,342 SS A3} Sa! 
Current income taxes 24,085 22,488 
Future income taxes $ 4,257 $ 1,046 


9. COMMITMENTS 


Certain land, buildings and equipment are leased under several non-cancellable operating leases which 
require minimum annual payments as follows: 


Thousands 

2002 $ 6,409 
2003 4,232 
2004 2,459 
2005 1,824 
2006 1,348 
2007 and subsequent years 4,056 


LO, EMPLOYEE FUTURE BENEFITS 


The Company sponsors pension arrangements for substantially all of its employees through certain 
defined benefit and defined contribution plans in Canada and a 401(k) matched savings plan in the 
United States. Pension benefit obligations under the defined benefit plans are determined periodically 
by independent actuaries and are accounted for using the accrued benefit method using a measurement 
date of December 31. 


In the case of the defined contribution plans, the Company makes regular contributions to the 
employees’ individual accounts, which are administered by a plan trustee in accordance with the plan 
document. Certain of the Company’s unionized employees do not participate in Company-sponsored 
plans, and the Company contributes to these union-sponsored plans in accordance with respective 
collective bargaining agreements. 


The defined benefit plans include a non-contributory pension arrangement for certain senior executives 
which includes a supplementary retirement plan that accommodates the portion of the benefit 
obligation in excess of that funded under the Registered Plan. 


The pension expense is detailed as follows: 


Thousands 2001 2000 
Defined benefit plans: 
Service cost $ 885 $ 438 
Interest cost 1,686 537 
Expected return on plan assets (1,301) (199) 
1,270 776 
Defined contribution plans 3,050 2,663 
401(k) matched savings plan 412 359 
$ 4,732 $ 3,798 
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Information on the defined benefit plans is as follows: 


Thousands 2001 2000 

Accrued benefit obligations: 

Balance at beginning of year $ 8,241 $ TLD 

Powell benefit obligation at the date of acquisition 31,356 — 
Service cost 1,235 438 

Interest cost 1,686 Da 

Actuarial loss 754 344 

Benefits paid (1,482) (198) 
Benefit obligations at end of year $ 41,790 $ 8,241 

Plan assets: 

Fair value of plan assets at beginning of year $ 3,094 $ 2,807 

Powell plan assets at the date of acquisition 31,594 — 
Actual return on plan assets 834 365 

Company contribution 462 120 

Participant contribution 351 — 
Benefits paid (1,482) (198) 
Fair value of plan assets at end of year $ 34,853 $ 3,094 
Funded status of the plans (6,937) (57147) 
Unrecognized actuarial loss 1,490 270 

Accrued net pension liability $ (5,447) $ (4,877) 


The significant actuarial assumptions adopted in measuring the Company’s accrued benefit 


obligations are as follows: 


2001 2000 
Discount rate 6.75% 7.00% 
Expected long-term rate of return on plan assets 7.50% 7.50% 
Rate of compensation increase 4.00% 4.00% 


11. SEGMENTED FINANCIAL INFORMATION 


The Company operates in Canada and the United States and in two reportable operating segments. The 


Equipment Group sells and services heavy equipment and also provides a range of rental equipment 


and contractors’ supplies for all facets of construction activities. The Refrigeration Group encompasses 


the supply of industrial and process refrigeration systems and service for a broad range of applications. 


The service operations of both segments include distribution of related parts. 


Operating Segments Equipment Group Refrigeration Group Total 
Thousands 2001 2000 2001 2000 2001 2000 
Revenues $626,889 $571,362 |$284,116 $229,102 | $911,005 $ 800,464 
Operating income 41,170 42,049 23,959 WP Ole 65,129 59,676 
Interest expense 11,962 10,995 
Interest and 

investment income (18,875) (77 SEX) 
Income taxes 28,342 23,534 
Net earnings $ 43,700 $ 32,345 
Identifiable assets $554,755 $476,734 |$115,433 $ 75,883 | $670,188 $552,617 
Corporate assets 50,514 617 L770 
Total assets $ 720,702 $613,787 
Capital expenditures |$ 61,656 $ 56,113 |$ 8,543 $ 1,855 |$ 70,199 $ 57,968 
Depreciation $ 31,405 $ 24,532 |$ 2,964 $ 2,368|$ 34,369 $ 26,900 


Revenues from Canadian operations were $826,245,000 in 2001 (2000 — $723,331,000), of which 
export revenues in 2001 were $40,498,000 (2000 — $28,858,000). Property, plant and equipment, 
rental equipment and power generation assets in the Canadian operations totalled $236,878,000 at 
December 31, 2001 (2000 — $199,752,000). U.S. operations contributed revenues of $84,760,000 in 
2001 (2000 — $77,133,000) including export revenues of $10,908,000 in 2001 (2000 — $12,948,000). 
Property, plant and equipment in the U.S. operations totalled $8,031,000 in 2001 (2000 — $6,774,000). 


12. ECONOMIC RELATIONSHIP 


The Company, through its Caterpillar dealerships, sells and services heavy equipment and related parts. 
Distribution agreements are maintained with several equipment manufacturers, of which the most 
significant are with subsidiaries of Caterpillar Inc. The distribution and servicing of Caterpillar products 
account for the major portion of the dealerships’ operations. 


13. COMPARATIVE AMOUNTS 


Certain comparative numbers have been reclassified to conform to the presentation in the current year. 


SUMMARY OF 


Unaudited 


Thousands, except share data 


Fiscal 2001 Ql Q2 Q3 Q4 Year 
Revenues $171,436 $ 225,261 $ 228,363 $ 285,945 $ 911,005 
Net earnings 5,241 13,801 7,782 16,876 43,700 
Basic earnings per share $ 0.18 $ 0.47 $ 0.24 $ 0.53 $ 1.42 
Diluted earnings per share $ 0.18 $ 0.46 $ 0.24 $ 0.53 $ 1.41 
Fiscal 2000 Ql Q2 Q3 Q4 Year 
Revenues $158,946 6) ZO IT, 1S: SO s8ar 3 $ 242,220 $ 800,464 
Net earnings 3,415 FODT 8,648 33,225) 32,345 
Basic earnings per share $ On $ 0.24 $ 0.30 $ 0.46 $ Tol2 
Diluted earnings per share $ Ole $ On23 $ On29 $ 0.45 $ 1.09 


QUARTERLY DATA 
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2001 2000 992 

Operating Results Thousands of dollars 
Revenues 911,005 800,464 HAR, 937 
Net earnings from continuing operations 43,700 32,345 BALD 
Unusual items — — — 
Net earnings 43,700 32,345 B22 0pw 
Net interest (income) expense (6,913) BI DH (1,774) 
Depreciation 34,369 26,900 15,898 
Capital expenditures 70,199 57,968 52,146 
Dividends declared 10,646 S37) 823 
Financial Position Thousands of dollars 
Working capital 218,132 165,098 1837922 
Capital assets 244,909 206,526 138,499 
Total assets 720,702 613,787 531) 20) 
Long-term debt 171,970 WS Sa 120,000 
Shareholders’ equity 314,248 PANS, FMS} 203,062 
Financial Ratios 
Working capital 2.0:1 i Ziel EOF 
Return on shareholders’ equity (%) 17.1 ID lifes) 
Long-term debt to shareholders’ equity 51 aif il ssl 
Per Share Data ($) 
Earnings from continuing operations 1.42 ie 1.09 
Unusual items _— —_— — 
Net earnings 1.42 2 1EO9 
Dividends declared 0.34 0). 32 0.28 
Equity 9.79 7353 6.93 
Shares outstanding at year end | 32,097,473 XS, D7] 3 ONG} 29,288,098 
Price range 

— High 26.20 20.75 19)O0 

— Low 15.25 13.80 1375 

— Close 20.47 17.50 16.25 
Notes 


'” Includes the results of Newfoundland Tractor from November 1, 1996. 


© Includes the results of the Ontario Caterpillar Dealership from August 1, 1993, 51% of Enerflex Systems Ltd. 


to September 21, 1993 and 30% of earnings for the remainder of 1993. 


© Includes special dividend of $0.063 per share. 


1998 INH 1996™ IOS 1994 i OXsyen 1992 
683,482 684,716 542,477 496,648 416,489 279,050 184,285 
28,242 25,674 DN, MOS oe 17,336 6,460 3,454 
9,946 35), Mae — — — 102 = 
38,188 60,833 IAL QOS We) sy II NA, DC 7,162, 3,454 
1,910 2,424 3), AMD 3,061 3), (sya) 3), IONE 2,501 
14,900 11,667 WO .7/ O, 7? 6,334 4,867 3,807 
367,07 ADOPT AND),ODL DHS 22,004 5,303 6,564 
7,650 5,859 4,382 31 D7 A, ND 1,680 2,874”) 
144,109 138,458 96,294 7AFOON 63,660 63,401 23,428 
106,628 84,831 (O65, 12 34,179 HD 16,960 DE UST 
442,972 434,341 318,287 MASA ONG AMM, SSH 146,585 86,562 
60,000 60,000 60,806 41,240 42,625 40,000 17,614 
183,596 ISO 2 100,305 79,680 64,460 48,909 INS XS) 
IL eig e731 Tot 1.32 IaCe3s 11 Ds ARM isis 
24.5 60.6 DY SD 03 35.4 2D 1359 
soe 4:1 3031 8 shel (e)8 I ool 
0.96 0.88 0.75 0.68 0.60 0.25 OWS 
0.34 0) = == = 0.05 
1.30 2.08 Oh 0.68 0.60 0.30 OS 
0.26 0.20 Of15 0.13 0.08 OROW, OE Ae! 
6.23 Deo) 3.43 DAS Mod 3) LOY 1.10 
29,458,210 29,398,868 29,268,268 28,878,168 28,900,168 28,900,168 D3, TOO), Micros 
23.00 18.40 13.63 8.63 6.69 4.30 2.00 
14.25 12.68 TM DO 4.10 WF 1.56 
W573 16.50 3.3) Tao 6.69 4.19 2.00 
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Fax: (416) 667-5694 

L.W. MOFFATT 

Vice President, General Manager 


Battlefield Equipment Rentals 


880 South Service Road 
Stoney Creek, Ontario 
L8H 7S8 

Tel: (905) 577-7777 
Fax: (905) 643-6008 j 
R.B. CASSON 

President 


Ontario Sterling 


800 Gana Court 
Mississauga, Ontario 
ESSa1Ra 

Tel: (905) 564-8789 
Fax: (905) 564-4961 
J.S. MARKOFF 
General Manager 


ANNUAL MEETING 


REFRIGERATION GROUP 


Aero Tech Mfg. Inc. 


395 West 1100 North 

North Salt Lake, Utah 84054 
Tel: (801) 292-0493 

Fax: (801) 292-9908 

T.J. RILEY 

President 


CIMCO Refrigeration 


65 Villiers Street 
Toronto, Ontario 
M5A 3S1 

Tel: (416) 465-7581 
Fax: (416) 465-8815 
S.D.McLEOD 
President 


Lewis Refrigeration Co. 


200 Maplewood Street 


Malden, Massachusetts 02148 


Tel: (781) 322-7460 
Fax: (781) 324-9637 
S.D. McLEOD 
President 


The Annual Meeting of Shareholders of Toromont Industries Ltd. 
will be held at 10:00 a.m. on Thursday, April 11, 2002 


in the Auditorium, 


Toronto Stock Exchange Conference Centre 


The Exchange Tower 
130 King Street West 
Toronto, Ontario 


Toromont Process Systems 


3615 — 34th Street N.E. 
Calgary, Alberta 

T1Y 628 

Tel: (403) 291-3438 
Fax: (403) 291-3443 
D.F. DUNCAN 

President 


Toromont Process Systems Inc. 


10815 Telge Road 
Houston, Texas 77095 
Tel: (281) 345-9300 
Fax: (281) 345-7434 
D.F. DUNCAN 
President 


How to get in touch with Toromont 


BY TELEPHONE: (416) 667-5511 
BY FAX: (416) 667-5555 
BY E-MAIL: investorrelations@toromont.com 


THE INTERNET: www.toromont.com 


HOW TO REACH OUR TRANSFER AGENT AND REGISTRAR: 
Investors are encouraged to contact CIBC Mellon Trust 
for information regarding their security holdings. 

They can be reached at: 


CIBC Mellon Trust 
320 Bay Street 
Toronto, Ontario M5H 4A6 


ANSWER LINE: (416) 643-5500 or toll-free throughout 
North America at 1-800-387-0825 


INTERNET ADDRESS: www.cibcmellon.com (web site) or 
inquiries@cibcmellon.com (e-mail) 


COMMON SHARES: Listed on The Toronto Stock Exchange 
Stock Symbol-TIH 


TOROMONT 


Toromont Industries Ltd. 
Corporate Office 

3131 Highway 7 West 

P.O. Box 5511 

Concord, Ontario L4K 1B7 


